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A STATUTORY RELATION BETWEEN INSURABLE AND 
TAXABLE VALUES. 



Throughout the ages a struggle has endured between the weak 
and the strong, whether between the elements of nature or the 
minds of humanity. Centuries of human conflict and toil, which 
together comprise the experience of mankind, have been neces- 
sary to force upon the strong the altruistic view that might alone 
is not absolute and that the weak and the poor being is entitled 
to share equally with them the benefits and safeguards of society. 
Around this contention have revolved the revolutions, social and 
political, which fill the pages of history, and as a means of 
enforcing the rights of the weak the idea of government was 
conceived, a dim conception at the dawn of life but one which 
has been elaborated and propounded until the modern forms of 
government have been evolved. And just as these governments 
establish and maintain individual equality of right to live in 
the enjoyment of life without bearing the burden of others, so 
they approach the ideal conception. Militating against the con- 
summation of the ideal conception is the element of human 
selfishness, for while philosophers and political economists devise 
theoretically perfect laws, in so far as they impose equal burdens 
of government, the subjects of these laws exercise the utmost 
ingenuity in the evasion thereof, in the effort to cast off their 
share of the burden and when successful, of necessity their share 
must be borne by others. 

And so it is in the case of Virginia today. Much time and 
thought is devoted to the question — How can law be improved 
so as to impose the burden of taxation upon the individual 
citizen, equally in proportion to the benefits he enjoys at the 
expense of the government? This problem is not the vital one, 
for the law as it now stands imposes such a burden. The 
question which demands an answer is — How can the present law 
which imposes an equal burden upon the citizens of the State, 
be enforced and the individual proportion be arrived at ? 

That the burden is not equally or proportionately distributed 
is manifest. There can be no dispute as to this. It is a matter 
of common knowledge among our citizens and of public and 
official record. Let us examine our official reports. The report 
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of the Auditor of Public Accounts for the fiscal year ending 
September 30, 1909, contains the following figures: 

Total Assessed Value of all Personal Prop- 
erty. Table No. 38 $167,1 14,423 

Total Assessed Value of Buildings on 

Land. Table No. 39 '. $ 59,334,048 

Total Assessed Value of Buildings on Lots. 
Table No. 39 $130,856,324 

Total Personal Property and Real Prop- 
erty Other than Land $357,304,795 

In other words, according to the official figures of our State, 
the personal property and buildings with their improvements, 
subject to taxation, possess a value in the eyes of the government 
of but $357,304,795. Taking the population of Virginia as 
1,900,000 in round numbers, the average individual wealth of 
our people is but $188.00, not counting the land. If we consult 
the Virginia Insurance Report for 1909, we find the total of 
the risks written in this State to be $274,339,400.00, approxi- 
mately 75 per cent of the total assessed value of insurable property 
in this State! O, halcyon days of Insurance, what phenomenon 
exists in your favor! But in every day language let us ask, 
what incommensurate values have our people attached to their 
property, for a casual glance at these figures shows two widely 
divergent valuations. 

When we consider that a large portion of the $357,304,795, 
representing as it does the assessed value of tangible and 
intangible personal property and improvements on real estate, 
is not in its nature such as will be insured by the owners, the 
disparity between the assessed value and the insured value of 
that part of the property insured is amazing. 

There can be but two explanations. Either the assessors 
greatly underestimate the value of property, thereby depriving 
the government of the just compensation for the individual 
benefits it dispenses to its citizens, or the insurance companies 
insure property, contrary to the law and their own interests, 
at excessive valuations. 

It will now be said, that any property has two distinct values, 
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for value is the utility of an object in satisfying, directly or 
indirectly, the needs or designs of human beings as well as the 
power which an object has of purchasing other objects. The 
former is called by economists, the "value in use," the latter, 
the "value in exchange." The assertion of two distinct and 
co-existent values is correct, but one only is visible to the eyes 
of the law. 

L,et us take a concrete case. Suppose a man owns certain 
property liable to taxation, that he paid $1,000.00 for it, that 
the said property is assessed at a valuation of $1,000.00, that the 
owner accepts that valuation and pays taxes based thereon. Has 
he not, in effect, said to his fellow citizens, my participation 
in the benefits of government, so far as my property is con- 
cerned, is in the ratio of $1,000 to the entire assessed value of 
property in the State? One thousand dollars, says he, is the 
worth of my stock in government,' and I am not liable on a 
greater share. Then the owner, in order that he may not be 
divested of his property by loss through fire, insures his property 
at a valuation of $2,000 based upon the "value in exchange" and 
not upon that which he parted with in the acquisition of the 
property. If by advantageous circumstance, the "value in ex- 
change," or the worth of the property in the eyes of another 
has so increased, are not the benefits derived by the owner 
dependent upon the valuation of the insurer and not upon that 
of the government? The "value in exchange" determines the 
proportional benefits of individuals and not the "value in use." 
The latter may vary from less to more than the former but carries 
no burden with it. The "value in exchange" may also vary but 
simultaneously with the benefits, and hence the burden should 
vary if support of government is based upon the equation in 
terms of property: 

Individual T ax. Indivi dual Benefit. 

Total Burden of Government. Blessings of Government. 

Present conditions impose an unproportionate burden upon 
the poor man, for he who owns property worth $1,000 must be 
assessed something. The mere fact of ownership requires some 
valuation however inadequate. Suppose his property worth 
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$1,000.00 is assessed at $500.00 upon which valuation he pays 
the legal tax. Then suppose the rich man owns property worth 
$100,000.00. The latitude being far greater for improper assess- 
ment, the value is assessed at $30,000.00. The poor man here 
pays his tax on 50 per cent of the real value of his property while 
the rich man pays a tax on but 30 per cent of his property. The 
disparity in practice will be found even greater. Yet it is the rich 
man who secures the full benefits of insurance and in either case 
the government loses so that the old argument that since all 
property is equally underestimated, the burden is equally dis- 
tributed and the government supported withal, is incorrect, for 
the system works out greatly in favor of the rich man as we 
have seen. 

Again let us ask, how can the burden be more proportionately 
distributed? How can the man who participates in the benefits 
of government be made to shoulder his share of the burden? 
How can the element of human selfishness be overcome ? 

The answer to the last question is, that so long as human 
nature compounds the element of selfishness, so long will exact 
burdens remain a theory. It can be overcome in a measure only, 
and this measure of enforcement answers the other queries to 
the same extent. Safeguards and protections are never perfect, 
but desirable in the degree of their efficiency. 

Suppose the law of our State prescribed that no insurance 
company nor individual could insure property for more than 125 
per cent of its assessed valuation on the tax books of the preced- 
ing year, with a suitable penalty provided for a violation of the law, 
what would be the effect? A vast increase in assessed values 
would ensue, for in order to protect himself against loss, the 
owner of property would have to acknowledge a "value in use" 
bearing a statutory relation to the assessable "value in exchange" 
and those who now escape their just burdens by claiming that only 
the "value in use" should be taxed when that value is smaller 
than the "value in exchange," could no longer rely upon such 
grounds to evade the obligations imposed by law. In other words, 
the effect would be to increase the present premium of Insurance 
to the extent of the increase in taxes as illustrated by the follow- 
ing figures: 
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Real Value $2,000 

Present Assessed Value 1,000 

Supposed Tax of Yz per cent 5 

Insured Risk 2,000 

Supposed Premium of ]/z per cent 10 

Tax and Premium 15 

Under Proposed Law. 

1st Alternative. Real Value $2,000.00 

Assessed Value.... 1,000.00 
Taxofj4 percent.. 5.00 

Insurable Risk 1,250.00 

Premium of y 2 per 

cent 6.25 

Tax and Premium. . .11.25 
Risk of Loss 750.00 

2nd Alternative. Real Value $2,000.00 

Insured Risk 2,000.00 

Premium of y 2 per 

cent 10.00 

Assessed Value must 

be under law 1,500.00 

Tax at y 2 per cent. . 7.50 
Tax and Premium. . 17.50 
Gain in Tax to Gov- 
ernment 2.50 

From the foregoing calculation it will be seen that in the 
ordinary insurance of property worth $2,000.00, the sum of 
$2.50, if not more, would be automatically added to the present 
taxes of the insured except in cases where the difference between 
assessed and insured values is less than 25 per cent, which is so 
infrequent as to be inconsiderable. In the example taken, the 
$2.50 increase in taxes if added to the premium of $10.00 would 
in effect raise the rate of insurance from y 2 of 1 per cent to 62y 2 
per cent of 1 per cent or an increase in the rate of little over 1-10 
of 1 per cent. 

Now it will be said that to enforce the burden upon those 
who insure does not improve conditions as to those who do not 
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insure. This is true, but the burden is more equally distributed 
and the persons who do insure would only shoulder the burden 
which the law now requires them to bear and no additional bur- 
den is imposed. The law is enforced as to them at least. 

Such a law would not influence valuations except by way of 
increase, for property holders who desire to insure would natu- 
rally require a valuation of at least 75 per cent of the "value in ex- 
change" in order that they might protect themselves by adequate 
insurance. The assessment of the property of others would be 
accomplished as at present with a general uplift in values due 
to the apparent relation of such property to that insured. For 
instance, if A and B owned two houses of equal value and A 
desired to insure for the full value of $1,000.00, he must first 
be taxed at a valuation of at least $750.00. It is inconceivable 
that the property of B which bears such a close relation to that 
of A, would be taxed at a very much smaller valuation. And 
so with the property of A s other neighbors, the tendency would 
be upward, but not beyond reasonable valuations, for the insurer 
would only assume a reasonable risk after all, and there 
would be no desire on the part of the owner to raise the valua- 
tion on his property beyond the point at which adequate insurance 
could be secured. The system is automatic, and would in the 
end, if theory and practice could be brought together in the 
execution of tliis simple plan, so increase the gross returns to the 
State, that soon the rate of taxation could be lowered unless the 
cost of government be greatly increased. 

Jennings C. Wise. 



